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Volume XII^\ December, 1897. \Number 4. 

POLITICAL SCIENCE 
QUARTERLY. 



THE FINANCIAL RECORD OF THE SECOND 
CLEVELAND ADMINISTRATION. II. 1 

ONE influence, and probably only one, could have saved 
the Cleveland administration from the unfortunate 
results of the party rupture over the repeal of the silver- 
purchase act. If trade had instantly improved, after the vote 
of October 30, 1893, if prices had continued to recover, if 
credit had been restored — the people would probably have 
ascribed the merit to the president's policy, exactly as the 
entire political benefit of the trade recovery of 1879 accrued t0 
the sound-money wing of the Republicans. 

But no such result was possible. All markets had risen, it 
is true, since the worst midsummer paroxysm relaxed. Euro- 
pean capital had for two months returned to this country as a 
buyer. This was, however, only because, with the extreme 
collapse of domestic credit, our own markets had fallen below 
the level of the outside world. The sales then made by 
domestic holders of grain, securities and merchandise were 
made at heavy sacrifices, often to avert bankruptcy. When, 
therefore, the foreign buying ceased and home demand was left 
as the sole support of the market, the consequence of the 
wholesale wreck of capital was evident. A period of prolonged 
liquidation followed, and the markets lapsed again into stagna- 
tion and declining prices. 

This, it should be observed, is a phenomenon common to 
all corresponding periods in the aftermath of commercial 
1 Cf. Political Science Quarterly for June, 1897. 
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panics, home or foreign. Events pursued exactly the same 
course in 1873, for instance, and in 1857. But in 1893 the 
results were, for two reasons, specially unfortunate. Reaction 
from the short-lived movement of recovery came, to begin 
with, almost at the moment when the repeal bill passed, and 
the opponents of repeal therefore claimed that their stand in 
Congress was vindicated. In the second place, the delusive 
recovery of the early autumn had encouraged among adminis- 
tration leaders, to an almost incredible degree, a belief that the 
ill effects of panic had vanished permanently. This, as we 
shall see, influenced all the government's plans of revenue 
legislation, which were upset completely in the later returning 
trade stagnation. The necessity for some reconstruction of 
the revenue was imperative. We have already seen that the 
reckless laws of 1890 were by this time causing such heavy 
monthly deficits as to menace even the reserve against the 
legal tenders. Let us now see what had actually happened 
since the April crisis in treasury-note redemption. 

On March 7, 1893, when the Harrison treasury administra- 
tion surrendered office, the surplus gold fund stood at #100,- 
982,41c). 1 It would, however, have fallen far below the 
hundred-million mark during the Harrison administration, and 
would thereby have anticipated by at least two months the 
disturbances of April, but for the help of outside institutions. 
Mr. Harrison's secretary of the treasury, even while making 
his preparations for a bond issue under the act of 187s, 2 came 
to New York in the first week of February, and made an 
urgent personal appeal to the banks to give gold to the treasury 
in exchange for notes. 8 They did eventually turn over to the 
government, from their own gold holdings, ^6,380,000,* and 
this is all that saved the Harrison administration from the 
consequences of its own mischievous legislation. 6 

1 Secretary Carlisle, Annual Treasury Report for 1893, p. lxxii. 

2 Secretary Foster, letter of instructions to chief of Bureau of Engraving and 
Printing, February 20, 1893. 

* New York Financial Chronicle, February 11, 1893. 4 Ibid. 

6 During February, 1893, the treasury's gold reserve fell from $108,181,713 to 
$103,284,219, a net loss of $4,897,494 (Annual Treasury Report for 1893, p. 75). 
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We have seen that the declarations of April 20 and April 23 
pledged the new administration to continuance of gold pay- 
ments on all the government's legal-tender notes alike, so long 
as the treasury held gold " lawfully available for that purpose." 
But as to what the secretary would do in case the surplus gold 
fund were to be exhausted he gave no intimation; decision 
was simply postponed. A bond issue in emergency was feasi- 
ble, but, as will presently appear, the administration was very 
reluctant to resort to it. At the time, two administration 
measures of the first importance were about to come before 
Congress — repeal of the silver-purchase act and reform of the 
revenue system. It was perhaps only human that the secretary 
should shrink, pending the action on these measures, from so 
unpopular a move as increase in the public debt. 

Postponement, whether wise or not, left only one alternative, 
and this, unfortunately, was the adoption of Secretary Foster's 
makeshift. A so-called patriotic movement to " reimburse " 
the treasury was started among the banks throughout the 
country; as a result the government obtained, through use of 
its surplus legal tenders, $10,000,000 additional gold. This 
makeshift raised the treasury gold reserve by March 25 to 
$107,462,682, against the $100,982,410 when Secretary Car- 
lisle entered office. 1 But in April gold exports again grew 
heavy, with consequent presentation of legal tenders for 
redemption, and the secretary again turned his eyes to the 
banking institutions. 2 A more disquieting spectacle in govern- 
ment finance was never witnessed in this country. 

So far as it affected the treasury's gold reserve, the panic in 
the summer of 1893 had a curious double influence. It put an 
end, of course, to the loan of gold by banks to the government. 
But at the same time, through the violent fall in foreign 
exchange, it checked gold exports and therefore relieved the 

But withdrawals of treasury gold for export at New York that month were $12,- 
250,000. If, therefore, the city banks had not helped out Secretary Foster, the 
gold reserve on February 28, four days before Mr. Cleveland's administration 
began, would have stood at #95,931,000. 

1 Secretary Carlisle, Annual Treasury Report for 1893, p. lxxii. 

* Ibid. 
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treasury from the strain of note redemption. 1 Indirectly, it 
did more. The excessive fall in prices led to the inflow of 
European capital, as already noticed ; this movement, combined 
with the artificial currency contraction, caused during the 
autumn months an import of fifty millions of gold from Europe. 
A good part of this gold was paid directly into the treasury ; 
hoarding of currency in the panic had temporarily made 
imported gold almost the sole available medium for large 
payments. 2 During September fifty-nine per cent of the New 
York customs revenue, or $4,762,888, was paid in gold coin ; 
in the four months ending with November, gold customs pay- 
ments at that city aggregated $i3,8i9,9i7. 3 

It is reasonable to suppose, although no official figures have 
been published, that gold payments cut a similarly large figure 
in the federal revenue at all other receiving centers. It would 
therefore seem, at first consideration, that, since no gold was 
taken after July for export, and since the greater part of the 
$123,000,000 federal receipts in the next five months was paid 
in gold, the treasury's gold reserve, between July and Decem- 
ber, should have increased very heavily. Yet nothing of 
the sort occurred. On July 31 the treasury's gold balance 
footed up $99,202,933;* its highest level of the season, $103,- 
683,290, was reached on August 10 ; 6 and from this figure it 
steadily declined, touching as early as October 19 the unprece- 
dentedly low level of $81,55 1,38s. 6 

1 See Political Science Quarterly, IX, 1, 23, 24, 25. 2 Ibid., p. 30. 

8 In the first six months of 1893 less than five per cent of the total New York 
customs payments were made in gold coin or certificates ; in May and June none 
was thus paid. During the last six months of 1893 payments ranged as follows : 

Gold Coin Per Cunt 

Total Payments. and Certificates. Gold. 

July $10,220,733 $1,741,740 17.1 

August 8,188,032 4,233,212 51.7 

September .... 7,964,839 4,762,889 59.8 

October 7.S37.3 86 2.841 ,S9S 377 

November .... 6,312,807 1,982,221 31.4 

December .... 5,645.908 1,642,759 29.1 

— Annual Treasury Report for 1894, p. 1 21. 

* Annual Treasury Report for 1893, p. 96. 8 Ibid., p. lxxiii. • Ibid. 
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What was the cause of this depletion of the gold reserve by 
$22,000,000 at the very moment when the commercial commu- 
nity was paying the bulk of its taxes in gold coin ? Mr. Car- 
lisle, writing December 19, 1893, declared that the gold reserve 
after August 10 "had been diminished by redemption of 
currency and otherwise." * But presentation of notes for gold 
redemption could not possibly have caused this enormous loss of 
gold. No gold was exported between July and December, 1893, 
and much less than a million legal tenders were presented 
monthly for redemption. 2 The truth of the matter is that the 
treasury's gold reserve was reduced from #103,683,290 to 
#81,551,385, in the face of heavy gold receipts in revenue, sim- 
ply because the government itself was using gold for ordinary 
payments. Between January and July, 1893, the treasury's 
payments, made in settlement of New York clearing-house 
balances, did not include a single gold coin or gold certifi- 
cate. 8 In the entire fiscal year ending June 30, 1893, out 
of #224,218,402 aggregate payments on this account only 
#10,583,000 was paid in gold. 4 But from July, 1893, to 
January, 1894, inclusive, the treasury paid to the clearing 
house in gold no less a sum than #98,200,000, which was 
actually ninety per cent of the total payments made. 5 Between 

1 Annual Treasury Report for 1893, P- lacadii. 

2 In August $2,348,222 legal tenders were thus redeemed in gold ; in Septem- 
ber, only $340,727 ; in October, $695,392 ; in November, $516,372; in December, 
$517,418: total redemptions for the five months, $4,418,131, as against $72,138,269 
in the seven months preceding. (Annual Treas. Rep., 1896, p. 130.) These 
redemptions after August, 1893, are all accounted for by the ordinary demand 
for assay-office bars for use in the jewelry trade. 

8 Annual Treasury Report for 1893, p. 41. * Ibid. 

5 Annual Treasury Report for 1894, p. 119. The subjoined table will show 
the distribution of the payments : 

Treas. Notes Gold Total 

Paid in U.S. Notes. of 1890. Coin. Payments. 

July. . . $1,968,450 $1,047,625 $4,940,000 $7,096,075 

August. . 98,140 591,780 2,475,000 3,164,920 

September 149.765 5,420 15,395,000 15,550,005 

October . 41,384 55,055 27,645,000 27,741,439 

November 967,252 132,040 15,150,000 16,249,292 

December. 13,729 64,565 13,570,000 13,648,294 

January . 3,336,919 2,943,000 19,015,000 25,294,919 
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August 10 and October 19, as we have seen, the treasury's 
receipts of gold were enormous ; yet it paid out, as its balances 
clearly proved, $22,000,000 more gold than it received. 

There has been plenty of random criticism of this wholesale 
gold disbursement when the maintenance of a large reserve of 
gold in the treasury was of the first importance. Yet there 
was nothing mysterious in the operation. In effect, the gov- 
ernment had nothing left but the gold reserve with which to 
meet its bills. The deficit in revenue — caused, as we have seen, 
by the reckless financiering of the three preceding years — 
had by August reduced the treasury's total available supply of 
cash, including the gold reserve, to $1 22,058,2 13. 1 Out of 
this total sum there were only $22,855,280 legal tenders or 
silver currency, and by October 3 1 the holdings of such money 
had been further reduced to $I2,796,459. 2 At least that much 
of paper currency was needed for the treasury's own daily 
exchanges and remittances. Yet the excess of government 
expenditure over income, from August to the end of 1893, 
averaged $7,000,000 monthly. 3 Clearly, then, the treasury 
had, in the early autumn of 1893, only three courses before it 
— to raise a loan at once, to stop payment on regular govern- 
ment appropriations 4 or to use its gold holdings for every- 

1 Annual Treasury Report for 1894, p. 55. National bank notes held for 
redemption and fractional coin are of course excluded from this computation. 

2 Ibid. At that date the total available cash holdings, including the gold 
reserve, were $97,181,322. 

3 Deficit in August was $9,414,343; in September, $895,254; in October, 
$5,035,397 ; in November, $7,322,626 ; in December, $7,746,234. 

4 It is important to notice that such " holding up " of appropriations as an 
alternative to using the $100,000,000 gold for ordinary payments would not have 
been open to the conclusive objection against a similar policy when the gold 
reserve had been trenched upon only through redemption of legal tenders, as was 
the case in April, 1893. There is nothing in the statutes or in official opinion to 
justify refusal to reissue legal tenders thus redeemed. But the use of the gold 
itself for ordinary payments was a different matter. The House Judiciary Commit- 
tee of 1892 reported officially " that it was the intention of Congress to fix the 
minimum amount of this reserve fund at $100,000,000 gold and gold bullion, and 
that it should be maintained at that sum." — Congressional Record, July 6, 1892. 
See also the opinions of Secretary Sherman, Annual Treasury Report of 1879, p. 
x; 1880, p. xiv; Secretary Folger, Annual Treasury Report of 1881, p. x; Sec- 
retary McCulloch, Annual Treasury Report for 1884, p. xxxi ; Secretary Foster, 
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day disbursements. Mr. Carlisle chose the third of these 
courses. 

The secretary's hesitation to issue bonds partly reflected a 
prevalent and not unreasonable view that, with a session of 
Congress near at hand, the legislators ought to be consulted. 
But it is also plain that Mr. Carlisle, despite the official opinion 
already cited, mistrusted his legal powers. To the plan of 
stopping payment on appropriations he made no official refer- 
ence, proposing, instead, that Congress authorize issue of three- 
per-cent exchequer bills, running one year, to meet a serious 
deficiency in revenue. 1 In regard to the expedient of issuing 
bonds under the act of 1875, to restore the gold reserve, an 
appeal was made to Congress for more definite instructions. 
" The authority now vested in the secretary of the treasury," 
President Cleveland wrote in his annual message, " is not as 
clear as it should be " ; 2 and the secretary asked in his own 
report " not only that he should be clothed with full authority 
to procure and maintain an ample reserve in coin, but that the 
purposes for which such reserve is to be held and used should 
be made as comprehensive as the duty imposed upon him by 
the law"; 8 and with this request the matter rested. The 
administration had made a dignified and statesmanlike appeal, 
had proposed fair substitutes, and had emphasized its wish to 
act both in concert with the legislative branch and subject to 
its approval. 

We shall presently see what manner of reception this appeal 
obtained from Congress. But meantime another problem rose 
to notice. The question of reconstructing the budget of rev- 
enue and expenditure demanded immediate attention. The 
ruinous influence of the deficit — $32,350,000 for the last six 
months of 1893 4 — was evident to all observers. Continuance 

Annual Treasury Report for 1892, p. xxix. Other secretaries did not explicitly 
notice the gold reserve, but acquiesced in the interpretation of the law already 
made. 

1 Annual Treasury Report for 1893, p. bad. 

2 December 4, 1893. 

3 Annual Treasury Report for 1893, p. IxxiL 

4 Annual Treasury Report for 1894, p. 2*. 
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of such a deficit for nine months more would leave the treasury 
literally without a dollar on hand to pay its bills. 1 

This question of an increase in the revenue was complicated 
by the fact that radical change in the revenue system was 
proposed. Such a change was inevitable. The platform of 
the St. Louis Democratic convention of June 22, 1892, on 
which the Cleveland administration was elected, pledged reduc- 
tion in the import duties. Mr. Cleveland's letter of September 
26, 1 892, accepting the presidential nomination, and his inau- 
gural address of March 4, 1893, emphatically reaffirmed this 
promise. In his message to Congress December 4, 1893, he 
not only urged " reduction in the present tariff charges on the 
necessaries of life " and " removal of restrictions upon the 
importation of the raw materials necessary to our manufac- 
tures," but declared that " only the necessity of revenue jus- 
tifies the imposition of tariff duties." 

This declaration was consistent, and the policy which it fore- 
shadowed was entirely compatible with a proper increase in the 
revenue. A protective tariff is, indeed, by its very theory and 
nature less suitable for the procuring of a revenue than any 
other kind of tax. Whatever may be argued regarding the 
merits of protection, its purpose is exclusion of competing for- 
eign goods; therefore, so far as such a law achieves its end, it 
necessarily strikes off a possible source of revenue. This is so 
obvious a principle that it needs no argument. But it did not 
follow, in 1893, that haphazard reduction of the duties, or even 
their scientific adjustment to the needs of the consumer, would 
bring the next year's customs revenue to a proper figure. Mr. 
Carlisle himself admitted frankly that the exact effect of lower 
import duties on the volume of importations "is of course 
impossible to foresee " ; a and the problem was further compli- 
cated, at the close of 1893, by the increasing after-panic trade 
depression. 

The situation called, therefore, for the greatest possible 

1 December 31, 1893, the treasury held $80,891,600 surplus gold, $5,965,261 
silver and $6,289,086 legal tenders : total available balance, $93,145,947 • 

2 Annual Treasury Report for 1893, p. lxxxu. 
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caution, for the most conservative judgment, in reckoning the 
probable yield of altered taxes. That the subject did not 
receive this calm expert examination and that, instead, the 
besetting sin of optimistic estimates governed the plans of cabi- 
net and Congress alike, is without question the most just and 
the most serious adverse criticism which can be passed on the 
Cleveland treasury administration. There have been blunder- 
ing estimates before and since : the predictions by the authors 
of the tariff act of 1890 are one instance, and we are wit- 
nessing in the present Dingley Law what is possibly the worst 
of all. But neither in 1890 nor in 1897 were conseqences of 
a wide misjudgment so certain to be serious as they were in 
1893. Yet in his very first estimate, drawn up with material 
for prediction in his hands, Mr. Carlisle made such extraordi- 
nary blunders as to show that his basis of judgment was com- 
pletely warped. "Conditions will be much more favorable 
hereafter," he wrote in December, 1893, " for the collection of 
an adequate revenue for the support of the government." " The 
worst effects of the recent financial disturbances and consequent 
business depression have been realized." * Therefore, the sec- 
retary "estimated a probable deficiency of #28,000,000 at the 
close of the [fiscal] year." 2 Now in the five months already 
elapsed in that fiscal year the revenue deficit had been 
#29,918,095 ; 8 the visible December deficit was #250,000 daily. 
The first six months of 1893, with import trade extremely 
heavy, had netted a deficit of #1,984,396;* the revenue law 
was still the same, and imports, towards the close of 1 893, were 
decreasing thirty per cent from the year preceding; yet the 
secretary's December estimate actually reckoned on a surplus 
for the seven ensuing months of nearly two million dollars. 

As a matter of fact, the fiscal year for which, with half its 
operations ended, Mr. Carlisle had estimated only #28,000,000 
shortage, resulted in a deficit of #69,803,260. This rather 
glaring misjudgment had no special influence in itself, because 
Congress could not control the revenues of that period. But 

1 Annual Treasury Report for 1893, p. lxix. 

* Ibid. 3 Ibid. * Ibid., p. 26 
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the fatal optimism which underlay the blunder of December 
affected, in the end, every subsequent estimate, whether pre- 
pared by the treasury or by Congressional committees. The 
Wilson tariff bill, laid before Congress December 19, 1893, 
provided, aside from readjustment of the import duties, for 
increased internal taxes on spirits and tobacco and for a one- 
per-cent tax on incomes over $4,000. In his annual report of 
the same day Secretary Carlisle reckoned that these internal 
schedules would increase the annual revenue $50,000,000 over 
that for 1893. 1 Seven months later, with the schedules under 
consideration exactly what they were in the law as eventually 
passed, the Senate finance committee raised this estimate of 
increased internal revenue to $53,ooo,ooo. a Yet, in the 
outcome, annual internal revenue, which in 1893 had been 
$161, 027,623,8 was only $143,421,672.* Instead of increas- 
ing fifty millions over 1893, the returns decreased by more 
than seventeen millions — a difference of sixty-seven millions. 
Now, it is true that the estimates, both of the treasury and 
of the finance committee, reckoned in the projected income tax, 
which the Supreme Court on May 20, 1895, declared uncon- 
stitutional and from which, therefore, no revenue was ever 
drawn. But the best expert authority, reasoning from experi- 
ence of our own and other governments, had estimated $39,000,- 
000 as the highest possible yield under the income tax, while 
concluding that the first year's yield could hardly run as high 
as $i5,ooo,ooo. 6 Even assuming, therefore, that the income 
tax would, if confirmed, have brought at once the maximum of 

1 Annual Treasury Report for 1893, p. lxxxii. 

2 Report Senate Finance Committee, 1894 (No. 559), p. 323. This estimate 
was submitted in July, 1894. 

' Annual Treasury Report for 1893, p. xxvii. 

4 Annual Treasury Report for 1895, p. xix. 

* " My investigations lead me to conclude that the possible revenue under that 
income tax would range from $12,000,000 at the lowest point to $39,000,000 at the 
highest. I also conclude that in the first year of its operation the lowest rather 
than the highest possibility will be attained. In other words, I should fix the 
revenue for the first full year somewhere below $15,000,000." — Worthington C. 
Ford, Chief of Bureau of Statistics, in letter to Senator Hill, April 3, 1894. 
(Senate Misc. Document No. 232.) 
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thirty-nine millions annually, the internal revenue estimate 
was some twenty-eight millions in excess of actual results. 

Estimates on the customs revenue, under the pending bill, 
were almost equally astray. The Senate finance committee 
estimated from the import taxes, virtually as they passed that 
body, a yield of $179,25 1,1 42. 1 When half the fiscal year cov- 
ered by this estimate was passed the treasury reduced the 
reckoning to £i6o,ooo,ooo. 8 In actual result the customs 
yield for the twelve months ending June 30, 1895, was only 
£152,158,6178 

To sum up, then : the official estimates on which the tariff 
and internal taxes were constructed — even after allowing 
£39,000,000 for the loss of the income tax — were £57,000,000 
in excess of actual results for the ensuing fiscal year and nearly 
£30,000,000 in excess for the fiscal year 1896. 4 With this in 
mind, the failure of the law as a revenue-producing measure 
will not appear at all mysterious. That failure did not in any 
respect arise from the mutilation of the original tariff bill in 
Congress. There was, indeed, the usual display of selfishness 
and sectionalism, such as always attends deliberation on a tariff 
bill. In the Senate some of the proceedings were particularly 
scandalous. More than one protectionist senator borrowed the 
tactics of the free-silver obstructionists in the repeal debate 
of 1893, and inflicted on his colleagues, often through the 
medium of an unlucky clerk, volumes of inane and senseless 
twaddle, simply for dilatory purposes. These particular achieve- 

1 Report Senate Finance Committee, July 19, 1894. (Senate Report No. 559, 

P- 323-) 

2 Annual Treasury Report for 1894, p. xxix. 
8 Annual Treasury Report for 1895, P- xi*- 

4 The estimates of July, 1894, and of December, 1894, compared with results, 
may be thus summed up : 

Fiscal Year 1895. Fiscal Ybas 1896. 

1 * ' 1 1 * \ 

Estimate. Actual. Estimate. Actual. 

Customs . . . $179,251,142 $152,158,617 $185,000,000 $160,021,751 

Internal revenue 213,000,000 143,421,672 190,000,000 146,762,864 

Total .... $392,251,142 $295,580,289 $375,000,000 $306,784,615 

Estimates for 1895 are those of the Senate committee ; estimates for 1896, those 
of the treasury. (Annual Treasury Report for 1894, p. xrix.) 
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merits were the work of opposition senators; but members of 
the majority made little better showing. The Democratic 
Party had in the Senate a clear majority committed on the 
tariff question. Yet every Senatorial alteration of the schedules 
of the House bill was made primarily in the interest of pro- 
tected industries — notably in the Senate's iron, coal and sugar 
schedules, all of which openly violated the public pledges of the 
party. The session characteristically ended with the discovery 
that several senators, whose vote controlled Congressional 
action on the sugar duties, were speculating in Wall Street 
in the stock of the refining company chiefly interested. When 
the amended bill went to a conference committee, President 
Cleveland wrote a letter, which was read in Congress, criticis- 
ing some of the Senate schedules as " outrageous discrimina- 
tions and violations of principle " j 1 and when the Senate measure 
finally prevailed intact, the president refused to put his name 
to it, leaving the bill to become a law without his signature. 

The episode throughout was humiliating; but the sacrifice of 
principle in the Senate must not be allowed to disguise the 
fact that, from the simple point of view of a revenue-producing 
measure, the Senate bill was superior to the House bill. The 
Senate finance committee, estimating $179,251,142 revenue 
under their own customs provision, allowed a yield of only 
$1 24,657,429 to the measure as it passed the House. 2 This 
statement probably exaggerated the difference in productive- 
ness between the two measures. Yet the sugar duties alone, 
which the House struck off entirely and which the Senate suc- 
ceeded in restoring at the rate of forty per cent on raw sugar, 
with a still heavier and highly protective tax upon refined, yielded 
during the fiscal year 1895 no less a revenue than $15,354,290 
and $29,808,140 in 1896. 8 Twice as much might have been 

1 Letter to W. L. Wilson, July 2, 1894. This letter also said : " You know 
how much I deprecated the incorporation in the proposed bill of the income tax 
feature." The letter's criticism of the Senate bill was specially directed against 
the Senate's action on iron ore and coal. Both were on the free list in the House 
bill ; the Senate put on both a duty of forty cents per ton. 

1 Report of Senate Finance Committee, p. 323. 

8 United States Statistical Abstract for 1896, p. 285. 
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secured had the duties existing prior to 1 890 been restored. 1 
The truth of the matter is that neither branch of Congress gave 
really serious weight to the question of a deficit. The House 
of Representatives devoted all its labors to relieving the con- 
sumer; the Senate, which succeeded in forcing the conference 
committee to adopt its schedules, was laboring to restore as 
much protection as it dared. The upshot of the season's rev- 
enue legislation was that, at a time when restoration of a 'sur- 
plus revenue was indispensable to preserve the credit of the 
treasury, a revenue law was framed which resulted, during its 
first year of operation, in a deficit of $42,805,223 and whose 
second year produced a shortage of $25,203,245. Whatever 
the excuse assigned for this failure to repair the mischief of 
the past, the fact remains that the party and its leaders had let 
slip one of those golden political opportunities which do not 
return. 

Meantime, long before Congress had finished its deliberations 
over the revenue schedules, the treasury was approaching a 
serious crisis. I have already noticed the secretary's appeal, 
at the opening of Congress, for some distinct authority to avert 
impending bankruptcy. It will forever remain one of the most 
discreditable traditions of American legislation that in the 
face of the situation of 1894 Congress turned its back on the 
treasury. In the entire session one measure was introduced to 
authorize the issue of exchequer bills, one to permit the issue 
of three-per-cent bonds, and one to change the provisions of the 
act of 1875 regarding the character of the bonds. 2 These 
measures, which were the sole response to the secretary's 
appeal, were perfunctorily referred to committee, where they 
died; not one of them was even debated. 8 On the other hand, 

1 United States Statistical Abstract for 1896, p. 285. In 1887 the sugar duties 
yielded $56,885,915. 

3 See Index to Congressional Record, Fifty-third Congress, second session, p. 
1 18. Regarding the last of these measures, its introducer, Senator Voorhees, 
indifferently remarked : " In one sense it is offered as a bill. It is a bill prepared 
and submitted to the committee on finance by the secretary of the treasury. It 
is not a bill introduced into this body and referred to that committee." (Congres- 
sional Record, January 16, 1894.) The bill was never heard of again. 

3 Ibid. 
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seven bills were introduced to revoke the bond-issue clause of 
1875, one to stop interest on such bonds as should be issued, 
and a number of resolutions, which were hotly debated, were 
proposed, declaring such sales unlawful. 1 That the free-silver 
coinage faction, exasperated by the president's victory in the 
repeal-bill struggle of 1893, should have resorted to such 
tactics is not perhaps surprising. But the cowardice of the 
conservative members in Congress, their silence when such 
propositions were debated, their shuffling attitude in and out 
of the capitol on this question of the public credit, present, in 
my judgment, the most disgraceful picture since Congress 
cringed in Pierce's administration before the Southern agita- 
tors. Indeed, the comparison is much to the advantage of the 
Thirty-fourth Congress ; for in 1856 there were at least in- 
dividual Congressmen to stand out for principle against an 
arrogant majority. In 1894 the agitators were left unanswered. 
Whatever wrong may have been done by public sentiment in 
other directions, history will record against it no mistake for 
its verdict of November, 1894, on the Forty-third Congress. 
The Democratic legislators had been allowed their opportunity; 
we have seen what use they made of it. The turning of the 
party's plurality of 96 in the House of Representatives into 
a Republican plurality of 144 was summary justice. 

The secretary of the treasury had not yet at any time offi- 
cially declared that in an emergency he would issue bonds 
under the treasury's existing powers; even the president, in 
his message of December 19, 1893, had made no such declara- 
tion. But by January 12, with the available silver and paper 
currency in the treasury at the low ebb of $15,599,614, with 
the gold reserve down to $74,108,149 and with an estimated 
deficit of $18,400,000 for the two first months of 1894, delay 
was no longer possible. 2 In an official communication to the 

1 See Index to Congressional Record, Fifty-third Congress, second session, p. 
118. See also the debate on the Peffer resolution, Congressional Record, Janu- 
ary 22, 1894. 

a Letter of Secretary Carlisle to Senator Voorhees, chairman of the Senate 
finance committee, January 13, 1894. In this letter the secretary repudiated as 
follows the revenue estimate of his annual report published less than a month 
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Senate finance committee, January 13, 1894, Mr. Carlisle, 
after expressing his disinclination to a bond issue under exist- 
ing laws, announced that " unless authority " for more eco- 
nomical bond issues " is granted by Congress at a very early 
day, I shall feel constrained by a sense of public duty to exer- 
cise the power already conferred." 1 Congress again ignored 
the secretary's appeal; accordingly, on January 17, the treasury 
invited bids for $50,000,000 five-per-cent bonds, redeemable 
after ten years. Bids were to be opened February 1, 1894, 
and no bid at a lower rate than 117.223 was to be considered. 
A bitter and angry controversy in the Senate followed, in the 
course of which resolution and denunciation were hurled at the 
secretary by the free-silver-coinage Congressmen. 2 Not one 
speaker took the floor to defend the action of the secretary. 
The appeal to Congress was thus early proved to be a complete 
delusion ; all that the friends of the administration succeeded 
in doing was to pigeon-hole the hostile resolutions. 

The secretary's notice left two weeks in which to float the 
bonds. It was plainly his idea that the public would subscribe 
in numbers sufficient to cover the issue. People outside of 
Washington seemed to entertain the same belief ; the news- 
papers were full of tales of financiers who called at Washington 
to assure subscriptions to the entire issue. 3 There was no 
truth whatever in these stories and no reason to expect such 
action. The Jay Cooke loans of 1 863, which were " popular 
loans " and notably successful, were issued through expert can- 
vassers, to whom a commission was paid by the government; 
the resumption loans of 1877 and 1879 were floated through 
banking syndicates. Mr. Carlisle resorted to neither device; 
he issued his circular and simply awaited results. 

before : " When my annual report was prepared ... it was hoped that no addi- 
tional deficiency would occur ; but the receipts and expenditures during the month 
of December and up to the 12th day of the present month show that the estimate 
of a deficiency of $28,000,000 at the close of the [fiscal] year was much too low." 

1 Letter to Senator Voorhees. 

1 Congressional Record of January 18, 22 and 23, 1894 — especially the speeches 
of Senators Peffer, Allen and Stewart. 

3 Press dispatches in the daily newspapers January 17 and January 18, 1894. 
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It was soon evident that this policy was not well chosen. 
Bids came in very slowly ; of the unsolicited subscriptions on 
which the secretary reckoned, there were less than $9,000,000 
on hand when the bids were opened. 1 On Saturday, January 
27, four days before the closing of the bids, the assistant sec- 
retary of the treasury, then in New York City, telegraphed to 
Mr. Carlisle at Washington that failure of the loan was threat- 
ening. The secretary then for the first time came to New 
York to present the matter personally to the banking commu- 
nity. Eventually, under extreme pressure, a syndicate of banks 
was organized in a hurry to subscribe for the issue. 

Mr. Carlisle's reluctance to enter on personal negotiations 
with the bankers had its origin, obviously enough, in a wish to 
stand aloof from Wall Street. By deferring, however, to such 
an instinct, the secretary ran the risk of total failure of his 
enterprise, and placed himself in the attitude of a bargainer 
who refuses to bargain. The bonds were not in all respects an 
inviting field of investment. Times were hard; securities of 
all kinds were difficult to market; railway bonds of the highest 
grade were selling at prices where the net interest yield was 
four and five per cent. 2 Yet the minimum price announced 
by the secretary for the new 5-per-cents was equivalent to a 
three-per-cent bond at par. 3 This was asked for a ten-year 
bond at a time when the French government 3-per-cents, a 
perpetual issue, were selling at 97 and when the 2^-per-cent 
consols of the British government — the safest security on any 
market — brought only 98^. The outstanding four-per-cents 
of our own government, which had longer to run than the pro- 
posed new bonds, were selling at 1 1 3, a price which made them 
at least as cheap an investment as the proposed new 5s. 

It is true that the recent immense redemptions of its own debt 

1 Boston thus subscribed for $5,362,550, Philadelphia for $731,500, Baltimore 
for $691,150, Cincinnati for $646,800, New Orleans for $7,000, St. Louis for 
$275,050, San Francisco for $110,000, Washington for $357,550, Chicago for 
$228,050, miscellaneous points for $205,200: total, $8,614,800. 

2 Thus Lake Shore Railway first mortgage 7-per-cents of 1900 sold in January, 
1894, at 118; Chicago, Milwaukee and St. Paul R.R. first 7s of 1905, at 126^; 
Chicago and Northwestern R.R. first 7s of 1905, at 126^. 

* Circular of January 17, 1894. 
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at a premium favored high credit for the United States upon 
the markets. But against this factor must be placed the 
critical situation of the treasury in 1894, the knowledge of 
observant financiers that the revenue deficit would continue, 
the free-silver agitation and, still more important, the actual 
pendency of bills and resolutions in Congress to declare the 
entire projected issue of bonds unlawful. These facts, along 
with the depression in the markets, sufficiently explain the 
hesitation of financiers. 

Such facts were not conclusive reason for the fixing of a 
lower issue price by the treasury; but they certainly suggested 
the need of business-like negotiation. Mr. Carlisle adhered to 
his policy of seclusion during the whole of the ensuing year; 
as a result, he was eventually forced in 1895 to appeal to a 
banking syndicate on the syndicate's own terms. When John 
Sherman was secretary of the treasury he came repeatedly to 
Wall Street and bargained personally with the bankers. 1 By 
so doing he of course incurred the obloquy of his political ene- 
mies; but, what was of infinitely greater importance, he suc- 
ceeded in advancing the government's interests in the very 
direction where Mr. Carlisle subsequently failed. Congress 
made as determined an effort to block Mr. Sherman's bond 
negotiations as it did to upset the plans of Mr. Carlisle; the 
currency inflation sentiment was as rampant among voters in 
1877 an< i ^78 as it was in 1894 and 1895. Yet the chapter 
of Secretary Sherman's resumption negotiations, when he pitted 
the London bankers of 1878 against the New York bank presi- 
dents and thereby placed his bonds at figures which the experts 
had declared unattainable, 2 is pretty safe testimony to the 
proper policy for a finance minister to pursue in his relations 
with the financiers. 

When the subscriptions to the bonds, including the forty 
million odd subscribed by the New York bankers, were paid 
over, another embarrassment arose. The secretary's circular 

1 Specie Resumption and Refunding of the National Debt, pp. 291; 510, 665. 
(Annual Treasury Report for 1877, p. viii.) 

2 Ibid., pp. 279, 281, 283, 294. See Recollections of John Sherman, II, 638. 
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required payment in gold, and all of the $58,660,917 subscrip- 
tions were thus paid. But to make these payments $24,396,- 
459 in legal tenders were presented to the treasury to be 
redeemed in gold, and the gold thus acquired was used for sub- 
scription to the loan. 1 I have never been able to see that this 
transaction was either fair or proper. That the subscribers 
had a legal right to obtain their gold in this way cannot be 
questioned, but a legal right is not always a moral right. It 
has been contended that since the redundant supply of legal 
tenders on the markets was a chief cause of trouble, legal ten- 
ders ought to have been welcomed in subscription to the bonds. 
But this was scarcely a question over which subscribers to the 
bonds had jurisdiction. If the secretary was willing to take 
legal tenders indirectly, it was for him to say so ; but this 
was precisely what he did not say or intimate. The bonds, 
indeed, were issued under a law explicitly declaring that their 
purpose was " to enable the secretary of the treasury to pre- 
pare and provide for the redemption in this act authorized or 
required"; 2 and the redemption thus referred to was redemp- 
tion "in coin,- of United States notes then outstanding." 3 
But if bonds were to be sold explicitly to enable the treasury to 
redeem the notes in coin, it is surely a violent stretch of infer- 
ence to contend that payment in legal tenders, even indirectly, 
would subserve the statutory purposes of the bond issue. 

On the day when the loan was issued, February 1, the gov- 
ernment's gold balance stood at $65,438,377; its total money 
holdings, exclusive of national bank notes and minor coin, were 
$77,969,993.* On the 6th of March the gold reserve reached 
$107,446,802, while the total cash surplus rose to $131,337,- 
147. 5 Something had been accomplished. But then two 
adverse influences began to operate. First, the deficit in 
revenue increased. The excess of government expenditure in 
March, 1894, was $6,294,762; in April it was $9,380,472. 

1 Muhleman, Monetary Systems of the World, Appendix, p. 221. 

'' Laws of the United States, Forty-third Congress, second session, ch. xv, 
January 14, 1875. 3 Md. 

4 Daily reports, United States Treasury. See also Annual Treasury Report for 
1894, pp. lxviii, lxix. 5 Ibid. 
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Checked temporarily by the heavy customs payments in Sep- 
tember — for sugar, particularly, on which the duty was about 
to be increased — the deficit rose to $13,573,800 in October; 
and by the close of that month the total treasury surplus of 
gold, silver and legal tenders had fallen to $100, 2 59,042,* a 
decrease of thirty-one millions since the February loan was 
placed. 

This renewed collapse of the general reserve was bad enough, 
but it was further emphasized by another very serious develop- 
ment. The narrow escape of the February loan from failure, 
and the evident disposition of Congress to block the adminis- 
tration's efforts, had spread alarm among foreign investors in 
American securities. They sold on our markets, during 1 894, 
in quantities so enormous that the increasing merchandise 
trade balance in our favor was completely offset. American 
merchants and consumers were struggling honestly to get the 
better of the situation ; merchandise exports exceeded imports 
during the twelve months ending June 30, 1894, by $237,145,- 
950, which was a balance in our favor $185,000,000 greater 
than that of the same period a year before. But the remorse- 
less liquidation of American securities reached a total far 
exceeding the merchandise export balance. Let it be kept in 
mind that European capital to the amount of many hundred 
millions had been invested in American stocks and bonds, in 
our banking and manufacturing enterprises and in our city 
discount markets, during the period of high credit following 
specie resumption. 2 Many of these investments were salable 
instantly on the markets. It was no unusual phenomenon, 
during 1894, for the New York Stock Exchange to witness 
in a single day sales of twenty or thirty thousand shares, trace- 
able to the foreign bankers. Such liquidation, continued for 
one week, would at a low estimate bring upon the sterling 

1 Monthly treasury reports of revenue and expenditure ; daily statement of 
balances. 

2 The estimate of A. S. Heidelbach is 382,400,000,000. (Forum for February, 
1895 > New York Financial Chronicle, April 6, 1895, p. 585.) Of course such an 
estimate must be based on very extensive guesses. 
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market demand for foreign remittances of nine or ten million 
dollars, which is more than the weekly excess of our exports 
over imports in any month of 1894. 1 At the same time the 
crowding of timid and idle capital from depressed interior 
enterprise into the city discount markets displaced European 
capital already loaned. The revenue deficit, throwing back 
five millions every month upon the general currency supply, 
similarly choked the avenues of exchange into which, under 
normal circumstances, gold from abroad would have been at- 
tracted. It is a matter for small wonder, under such conditions, 
that the strain on the treasury's gold reserve continued. 

At the end of October, 1 894, as we have seen, the treasury's 
total available reserve had fallen again to $100,259,042 and its 
gold balance to $6i,36i,826. 2 This decrease in the gold fund 
came in spite of the fact that the reserve, in the secretary's 
words, had in the meantime been "replenished by voluntary 
exchanges of gold coin for United States notes by the banks." 3 
The treasury did, in fact, get from the New York banks, during 
the summer months, some ten or fifteen millions of gold, virtually 
begged from them on the plea of patriotism* — an expedient as 
futile then as it was in 1893 and as it was destined again to be 
in 1895. In November came another loan of $50,000,000 ten- 
year five-per-cents, out of which the treasury realized $58,444,- 
900. 6 The bulk of the subscribers repeated the expedient of 
February and recouped themselves by subsequent gold with- 
drawals from the treasury. This time the spectacle of the 
treasury depleted in the very process of repletion spread quick 
alarm throughout the entire financial community. Something 
much resembling the traditional run upon a bank began. In 
December, 1894, $31,907,221 legal-tender notes were presented 
for redemption in gold; in January, 1895, the redemptions rose 

1 The largest excess of merchandise exports in any month of the fiscal year 
1894 was $43,626,862 (in December, 1893). Taking the excess for the fiscal year, 
the average weekly excess of exports was less than $5,000,000. 

2 Treasury daily reports of balances. 

3 Annual Treasury Report for 1894, p. lxix. 

i New York Financial Chronicle, June 23, 1894. 
5 Muhleman, Monetary Systems, Appendix, p. 223. 
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to $45,117,738 ; and of this two-months' total of $77,024,959 
only $35,000,000 was withdrawn for export purposes. 1 By 
February, 1895, the gold reserve was down to $41,340,181 ; and 
with suspension of gold payments immediately impending, the 
famous contract with the Belmont-Morgan syndicate was closed, 
whereby the government, under an old act of 1862, bought 
with its bonds a little over $65,000,000 of gold. 

This remarkable episode of 1895, with its unique provisional 
contract of the bankers to protect the treasury's gold reserve, 
I have previously treated in this magazine. 2 To that discussion 
I have nothing to add, except to repeat the conclusion that the 
operation, though technically a failure, did in reality save the 
government from suspension of gold payments. It gave domes- 
tic industry a chance to breathe again, and for a time stopped 
the mouths of the Congressional conspirators against the pub- 
lic credit. In the interval the nation seemed to regain its 
financial sanity. 

Responsibility for the "bond contract" was individually 
accepted by President Cleveland, who declared to Congress ten 
months later that he had " never had the slightest misgiving 
concerning the wisdom or propriety of this arrangement," and 
that he was "quite willing to answer for his full share of 
responsibility for its promotion." 3 This very bold move, from 
which his own secretary would undoubtedly, left to himself, 
have shrunk, really marked the administration's final victory 
in its contest to maintain the gold standard and the public 
credit. It is not likely ever to be repeated, because only the 
critical nature of the emergency and the determination of Con- 
gress to block any measure of relief which did not lead to free 
silver coinage made such an operation necessary. It was not 
an expedient which an executive trained in the theory and 

1 Gross exports of domestic gold from the entire United States were $9,796,989 
in December and $25,451,174 in January. The January exports went to pay for 
American securities, which London threw on the New York market in enormous 
quantities. 

* " The Treasury Reserve and the Bond Syndicate," Political Science 
Quarterly for December, 1895, p. 573. 

3 Annual message to Congress, December 2, 1895. 
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practice of finance would probably have adopted. Mr. Cleve- 
land had not been thus trained ; but he was apt, having made 
up his mind, to ride roughly over obstacles in the way of the 
achievement of a purpose. It was this habit of achieving ends 
regardless of political obstacles which stopped the "private 
pension " jobbery of Congress in the first Cleveland adminis- 
tration. The practice made enemies for the president then, 
and it made many more when applied to the financial question 
in the Fifty-third Congress. The flat-footed veto of the bill of 
March, 1894, which undertook to add $55,000,000 silver cur- 
rency to an already inflated circulation, under the shallow pre- 
text of " coining the seigniorage," was one such instance — a 
veto issued when hardly a public man of the administration 
party was facing the matter squarely. But the "bond contract" 
was undoubtedly the strongest example of the kind. By 
recourse to a most uncommon and unexpected procedure, the 
trap which had been laid with confidence for the administra- 
tion's plans was broken down. That this sort of bold direct- 
ness of purpose and method was not employed by the president 
in his financial expedients during the first and most critical 
year of his administration, was a misfortune which probably 
resulted, first, from belief that some honest support could be 
obtained from Congress and, second, from the fact that the 
rather timid political instinct of the secretary of the treasury 
was for the time allowed to guide. It must be remembered that, 
although the treasury has of recent years become wholly sub- 
ordinate to the chief executive, the head of that department in 
the cabinet has under nearly all administrations been left to 
formulate methods, if not policies, in the government's dealing 
with finance. 

The government bond operation of 1895, then, saved the 
public credit. It did little more. Prices advanced on the 
relaxation of the strain, and an outbreak of speculation in 
almost every market carried them much higher. But the 
apparent trade revival was built on a very artificial basis, and 
by autumn the weakness of the operation was disclosed. The 
undertaking to suppress and hold in check natural forces might 
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have succeeded if the harvest conditions of 1879, °* *%9 l or °i 
1896 had been duplicated. But they were not. Our corn crop 
of the preceding season had been a disastrous failure ; even the 
rise in wheat during 1895 was chiefly due to the partial destruc- 
tion of our own winter wheat crop. Outflow of gold began 
again in August ; the treasury reserve declined ; the revenue 
was still deficient. The ominous cry for " voluntary reimburse- 
ment " by the banks began again, and again these institutions 
turned over some twenty millions of gold. But meantime fifteen 
to sixteen millions monthly were withdrawn from the treasury 
and exported — a movement which was utterly unseasonable 
and forced by reaction from the artificial exchange-market 
conditions earlier in the year. By the 5th of January, 1896, 
the treasury's gold reserve was down to $61,251,710. It was 
then that the treasury tried a third experiment in bond-issues 
by announcing, on January 6, 1896, a $100,000,000 four-per- 
cent loan, redeemable in 1925 and open to public bids without 
an "upset price." This loan succeeded — partly because of the 
open competition, partly because a month's notice was given, 
which enabled financial agencies to work effectively, but chiefly 
because the check to the movement of demoralization during 
1 895 had given strength and credit to the treasury. Some of the 
features of the loan subscription were absurd : thus, no deposit 
was required from bidders, a fact which brought a quantity of 
"straw bids " and speculative subscriptions from irresponsible 
parties. The use of the bond subscription made by some news- 
papers in search of vulgar notoriety was similarly grotesque. 

But the loan was covered, nevertheless : on the books it was 
covered nearly six times over, and it was awarded at prices 
ranging from 110^ to 120. 1 Subscriptions to this loan so 
effectively contracted the redundant circulating medium that 
at one time gold exports had to be postponed through lack of 
legal tenders sufficient to obtain the gold. A week before the 

1 Proposals were 4600 in number, aggregating 1568,269,850. The syndicate of 
1895 made a bid for the whole issue at 110.6877, but $63,788,650 bids were made 
at higher rates. The total yield of the issue was $111,378,836. — Monetary 
Systems, p. 229. 
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closing of the bids a premium of fi of one per cent was bid in 
New York City for large blocks of gold coin or legal tenders. 1 

Of course the precedent of 1 894 was followed, and prospec- 
tive subscribers resorted to the treasury with legal tenders to 
obtain the gold in advance for their subscriptions. From 
$61,251,710, its total on the day when the secretary's bond- 
issue circular was announced, the treasury's gold reserve fell 
by the 8th of February to $44,563,493. This was a net 
decrease of $16,688,217, whereas gold exports within the 
period had been only $8,873,000. 

Withdrawals from the treasury continued even after the bids 
were opened and awarded; postponement of the full subscrip- 
tion until June, by a supplementary treasury circular, made 
this operation somewhat easier. Meantime, also, gold exports 
began again. If the entire subscription to the loan had been 
paid in gold, without resort to the treasury reserve, and if no 
gold had been taken out for export, the government's net gold 
holdings, on the first of June, would have amounted to $155,- 
942,329. As a matter of fact, the gold reserve touched its 
maximum on April 9, and this maximum was $128,291,327. 

By August 30 it had fallen again to $100,957,561 ; but before 
it crossed the hundred-million mark again, the high domestic 
rate for money and the enormous grain export trade had turned 
the sterling market. Gold imports were resumed; the presi- 
dential campaign of 1 896 ensued. For a time during October, 
when the issue of that fight between sound money and silver 
was in doubt, the treasury reserve again decreased rapidly. 
But with the victory of the sound-money candidates announced, 
imported gold again began to pour into the treasury. When 
such payments began in 1893, as we have seen, the treasury's 
available reserve, outside of gold, was little more than thirteen 
million dollars. At the close of August, 1896, the treasury's 
available surplus of legal-tender notes alone was $1 1 1,800,038. 
In addition to this, the deficit in revenue, which in the summer 
of 1893 was averaging six million dollars monthly, had been 
reduced in 1896 to a monthly average of less than three mil- 

1 New York Evening Post, January 25, 1896. 
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lions. Such a comparison shows why the treasury was now 
able to increase its gold reserve through the application of gold 
importers to obtain, in exchange for gold, legal tenders for use 
in the autumn harvest trade, and why, therefore, the Cleveland 
administration, which received from its predecessor a treasury 
gold reserve of only $100,982,000 and a total available cash 
balance of only $132,485,000, turned over to its successor, on 
March 4, 1897, a total balance of $209,644,000, including 
$150,975,000 gold. 

I have criticised impartially the actions and policy of Mr. 
Cleveland's second treasury administration and have pointed 
out such mistakes as it actually made. The salient fact remains 
that this administration preserved the public credit under con- 
ditions which made such preservation apparently no longer 
possible. It inherited a treasury fast approaching bankruptcy, 
with the revenue and currency governed by two of the most 
reckless laws ever placed on our statute books. It was con- 
fronted immediately with wreck of the country's commercial 
system, a situation needing the most prudent and public-spirited 
legislation. For such legislation the president had to appeal to a 
Congress in which a controlling influence was wielded by finan- 
cial agitators and political jobbers, and in which the attitude of 
at least one branch was determined by personal feeling against 
the administration because it would not surrender offices to 
senatorial distribution. In the face of such odds as this, with 
the help only of laws conflicting in themselves and framed by 
makers of double-meaning compromises, the second Cleveland 
administration overthrew the most mischievous legislation 
of 1890, maintained the currency against depreciation and 
saved the treasury from bankruptcy. I do not believe that 
any ministry of our time, American or foreign, has fought its 
battle against such overwhelming difficulties. A ministry with 
a legislative majority behind it can procure at least a test of 
its own remedial measures; a ministry backed by the people 
can impose its will on legislatures. But the Cleveland admin- 
istration, as a result of the inexorable law of politics which I 
noticed in opening this paper, lost its hold not only on Con- 
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gress, but on the people. Yet with all this handicap, inherit- 
ing from its predecessor one of the most tangled financial 
problems in our history, it left a simple and easy task to its 
successor. 

There is something singularly striking and melancholy in the 
beginning and the end of this second Cleveland administration. 
Its predecessor had encouraged and approved the laws which 
forced the treasury, later on, to the verge of bankruptcy. Had 
it been left two months in power after March 4, 1893, the 
Harrison administration would have been confronted with the 
full embarrassment under which the treasury was already sink- 
ing. Fortune, however, guided circumstances otherwise; the 
administration which had approved the laws through which the 
national finances were undermined left the structure to col- 
lapse on the shoulders of its successor. On the other hand, the 
administration which inherited this wreck and which, during 
four years of almost unprecedented struggle and vituperation, 
sustained the tottering public credit, retired from office at the 
very moment when an accident of nature had at length made 
successful achievement possible. If Mr. Harrison's term had 
continued until March 4, 1894, he would have surrendered 
office with the discredit of a treasury crippled through the 
undertakings of his own ministers, entered upon with his own 
express approval. If Mr. Cleveland's second term had run 
until March 4, 1 898, he could not possibly have failed to obtain 
the political advantage accruing now to the present adminis- 
tration from the return of industrial prosperity. To such 
degree does chance sometimes sport with history. 

The two chief misfortunes of the second Cleveland adminis- 
tration, apart from the industrial distress, were the blunders 
in revenue legislation and the failure of the currency reform 
propositions. For the first, as we have seen, the treasury was 
in some part responsible; for the second the administration 
deserves no blame whatever. Mr. Carlisle's official reports on 
the currency question have been equaled for soundness and 
cogency by no state papers since the reports of Secretary 
Hugh McCulloch in 1865 and 1866; and it will be remembered 
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that Mr. McCulloch's plans for currency reconstruction were 
blocked by Congress as completely as were Mr. Carlisle's. 
But Mr. Sherman, who in 1 866 was one of the bitterest critics 
of Mr. McCulloch's financial program, found himself borrowing 
the chief expedients of those very plans in 1875 and 1879. 
Similarly, the very political party which laughed at Secretary 
Carlisle's projects in 1894 has in 1897 proposed to go as far as 
it dares in exactly the same direction. 

It is possible that the mistakes of routine policy into which 
Mr. Carlisle fell would have been avoided by some of his eminent 
predecessors. But, whatever his mistakes of policy or judgment, 
President Cleveland's secretary of the treasury made no such 
stupid blunders and pursued no such weathercock methods as 
Secretary Boutwell and Secretary Richardson did under very 
similar conditions in an earlier panic year. That Mr. Carlisle 
was unfitted by his training and prejudices for the peculiar re- 
sponsibilities forced on him by circumstances will hardly be ques- 
tioned in the light of the facts which I have submitted. And 
yet the test was unusually severe. Secretary Manning and his 
associates in the treasury applied their skill with singular suc- 
cess to unraveling a tangle in the currency; Secretary Fair- 
child's estimates of future revenue were phenomenally accurate; 
Secretary Sherman was one of the most adroit masters of 
financial negotiation who ever occupied the treasury. But Mr. 
Manning did not have to deal with $1 52,000,000 treasury notes, 
or with a deficit of sixty-nine millions; Mr. Fairchild based his 
estimates on the same general trade conditions as had governed 
the two or three preceding years ; and it is possible that, with 
all his skillful bond negotiations, Mr. Sherman's resumption 
plans would have broken down but for the foreign crop failure 
of 1879 and this country's consequent command of foreign 
capital through its export grain. 1 

1 Mr. Sherman himself half admitted this fact in a speech of October 27, 1879, 
at Cooper Institute, New York : " Now that resumption is a success, Democrats 
say the Republican Party did not bring it about, but that Providence has done it ; 
that bountiful crops here and bad crops in Europe have been the cause of all the 
prosperity that has come since resumption. We gratefully acknowledge that 
Providence has been on the side of the Republican Party; or, rather, that, having 
sought to do right, we find ourselves supported by Divine Providence." 
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Furthermore, it must be remembered that Mr. Cleveland's 
administration not only guarded the public credit through a 
period when it seemed no longer possible to protect it, but 
fixed the maintenance of the gold standard so positively as the 
administrative policy of this nation that no one except a politi- 
cal agitator is likely hereafter to assail it. The Harrison 
administration left this vital question of public policy, as it left 
most other critical questions of finance, in absolute uncertainty ; 
the issue was so plainly defined by Mr. Cleveland, in the face 
of a Congress which sought out every expedient to cripple him, 
that in the campaign of 1896 a presidential candidate of the 
opposite party, with an exceedingly doubtful record on the 
money question, was forced to take the stump personally in 
behalf of the very principle maintained by the Cleveland admin- 
istration. I know of no other way in which the policy and 
achievements of an administration could be more completely 
vindicated. Alexander D. Noyes. 

New York City. 



